
Department of Energy 

Washington, DC 20585 

m Oo 2015 


Mr. Jason Smathers 

10107-67031329@requests.muckiock.com 

Re: Freedom of Information Act Request HQ-2019-00060-C 
Dear Mr. Smathers: 

This is the Department of Energy (DOE), Office of Inspector General (OIG) response to your 
request No. 1250476-000, which you submitted to the Federal Bureau of Investigation (FBI) 
Record/Information Dissemination Section under the Freedom of Information Act (FOIA) 

5 U.S.C. § 552. You requested “The most recent 100 emails to or from the email account IC 
Complaints@ic.fbi.gov including attachments.” 

During its search and review of responsive documents, the FBI identified one record that 
originated with DOE OIG. This document was referred to the OIG for a release determination. 

The OIG has completed its review of the responsive document pursuant to the FOIA. Based on 
this review, the OIG determined that certain material should be withheld pursuant to subsections 
(b)(6) and b(7)(C) of the FOIA, hereafter referred to as Exemptions 6 and 7(C), respectively. 

Exemption 6 protects from disclosure “personnel and medical and similar files the disclosure of 
which would constitute a clearly unwarranted invasion of personal privacy... 

Exemption 7(C) provides that “records or information compiled for law enforcement purposes” 
may be withheld from disclosure, but only to the extent the production of such documents “could 
reasonably be expected to constitute an unwarranted invasion of personal privacy....” 

Names and information that would tend to disclose the identity of certain individuals have been 
withheld pursuant to Exemptions 6 and 7(C). Individuals involved in the OIG enforcement 
matters, which in this case include subjects, witnesses, sources of information, and other 
individuals, are entitled to privacy protections so that they will be free from harassment, 
intimidation and other personal intrusions. 

In invoking Exemptions 6 and 7(C), we have determined that it is not in the public interest to 
release the withheld material. In tills request, we have determined that the public interest in the 
identity of individuals who appear in these files does not outweigh these individuals’ privacy 
interests. Those interests include being free from intrusions into their professional and private 
lives. 

For your information, Congress excluded three discrete categories of law enforcement and 
national security records from the requirements of the FOIA. See 5 U.S.C. 552(c) (2006 & 

Supp. IV 2010). This response is limited to those records that are subject to the requirements of 




the FOIA. This is a standard notification that is given to all our requesters and should not be 
taken as an indication that excluded records do, or do hot, exist. 


To the extent permitted by law, the DOE, in accordance with Title 10, Code of Federal 
Regulations (C.F.R.), Section 1004.1, will make available records it is authorized to withhold 
pursuant to the FOIA unless it determines such disclosure is not in the public interest. 

As required, all releasable information has been segregated from the material that is withheld and 
is provided to you. See 10 C.F.R. § 1004.7(b)(3). 

This decision may be appealed within 90 calendar days from your receipt of this letter pursuant 
to 10 C.F.R. 1004.8. Appeals should be addressed to the Director, Office of Hearings and 
Appeals, HG-1 /L'Enfant Plaza Building, U.S. Department of Energy, 1000 Independence 
Avenue, SW, Washington, DC 20585-1615 or by email to OHA.filings@hq.doe.gov, including 
the phrase “Freedom of Information Appeal” in the subject line. 

Thereafter, judicial review will be available to you in the Federal district court either 
1) in the district where you reside; 2) where you have your principal place of business; 

3) where the Department’s records are situated, or 4) in the District of Columbia. 


If you have any questions about the processing of your request, you may contact our FOIA 
Public Liaison, Mr. Alexander Morris, by phone at (202) 586-5955 or by email at 
Alexander.Morris@hq.doe.gov, to discuss any aspect of your request. Please know that you also 
have the right to seek dispute resolution services from the FOIA Public Liaison or the 
Office of Government Information Services, https://ogis.archives.gov, via telephone (202) 741- 
5770 // (877) 684-6448 (toll free), by fax: (202) 741-5769 or email ogis@nara.gov. 


Sincerely, 



Dustin R. Wright 
Assistant Inspector General 
for Investigations 
Office of Inspector General 


Enclosure 

cc: FBI Records/Information Dissemination Section 




DOCUMENT NO. 1 




Department of Energy 

Washington, DC 20585 

March 27,2013 


(b)(6),(b)(7)(C) 


(b)(6),(b)(7)(C) 


(b)(6), (b)(7)(C) 


(b)(6), (b)(7)(C) 


(b)(6), (b)(7)(C) 


Mr. Joseph S. Campbell 
Chairman 

Integrity Committee 

Council of the Inspectors General on Integrity and Efficiency 
935 Pennsylvania Avenue, NW 
Room 3973 

Washington, DC 20535-0001 

Re: Complaint Relating to Special Report on "The Department of Energy's 

Management of the Award of a $150 Million Recovery Act Grant to LG Chem 
Michigan Inc." 

Dear Mr. Campbell: 


Pursuant to Section 1 l(d)(4XC) of the Inspector G eneral Act of 19 78, as amended, I am 
providing at Enclosure 1 correspondence from Mr. I I which alleges wrongdoing 

on the part of the U.S. Department of Energy's Office of Inspector General (OIG). 

Mr. l 1 concerns relate to our February 8, 2013, Special Report on The Department of 

Energy's Management of the Award of a $150 Million Recovery Act Grant to LG Chem 
Michigan Inc. (Enclosure 2). 

Mr. I I alleged that the entire OIG report review chain made an active choice to forgo truth 
and fact to publish a report containing false statements. He also recommended that I be 
personally held accountable for arbitrary abuse of power, position and authority. 

In response to the issues raised by Mr. 1 L we undertook a thorough and comprehensive 
review of our work. This included re-referencing the supporting documentation by an 
independent party unrelated to the original engagement. The results of our review confirm the 
validity of our findings and conclusions. Thus, I am confident that our work was professional, 
based on sound analysis, presented objectively, certainly critical of Departmental actions but fair. 


For your information and use. Enclosur e 3 is a copy of our review work papers, As you will note 
by examining Enclosure 3, Mr. l [ considered his complaint to be a “protected 


communication.” Also, I call your atten tion to th e matrix, which is part of the package and 
which addresses the issues raised by Mr. P-- I on an item by item basis. In the interest of full 
disclosure, it should be noted that the review did identify one exception where a statement of 
“one official” was cited as “officials” in the issued report. 


(b)(6),(b)(7)(C) 
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(b)(6), (b)(7)(C) 


In summary, the evidence confirms that the OIG acted in a manner consistent with the highest 

standards of our profession. However, given the nature of Mr. | - I comments. I am 

forwarding the matter to the Integrity Committee for consideration. I would be pleased to 
answer any questions that you may have. 


Sincerely, 


}f 



Gregory H. Friedman 
Inspector General 


Enclosures 

February 13,2013, Email to OIG 

(2) OIG Special Report on The Department of Energy's Management of the Award of a $150 
Million Recovery Act Grant to LG Chem Michigan Inc. (OAS-RA-13-10, February 2013) 

(3) Supporting Documentation Binder 


(b)(6), (b)(7)(C) 
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Enclosure 1 


(b)(6), (b)(7)(C) 


(b)(6), (b)(7)(C) F rom; .. | D (NETL) 

Sent: Wednesday, February 13,2013 10:13 AM 

To: K5HOTLINE 

Subject: Whistleblower Complaint 

(b)(6), (b)(7)(C) ^ Attachments:-- 


Follow Up Flag: Follow up 

Flag Status: Flagged 


Subject: IG Knowingly and Willfully Posts Report Containing False Statements for 
Viewing By the Public (IG Report OAS-RA-13-10) 

Reference*: 

(a) Inspector General Special Report, OAS-RA-13-lO, ‘The Department of Energy’s Management of the 
Award of $150 Million Recovery Act Grant to LG Chem Michigan Inc.” dated February 2013 

I http://energy.gov/ig/office-inspector-generaD 

(b) Government Audit Standards, 2011 Revision, December 2011 

For tbe Record: This email constitutes protected communications with the Office of the Inspector General and 
Congressional Representatives. Since the information contained herein addresses false statements and misconduct by 
individuals within the inspector general’s office, I am keenly concerned with reprisal in some form. / am reouestine 
Whhllebfower protection . As noted, I am submitting this request for investigation to the Department of Energy 
Inspector General’s office, however the complaint is also against that same office. 1 will be requesting advice 
concerning the path forward to ensure my allegations are considered and investigated in a fair and unbiased fashion. 

(b)(6), (b)(7)(C) _Background: My name is I I and I am employ ed bv the Department of Energy. Nationa I Energy Technology 

Laboratory (NETL), Morgantown, West Virginia. I am the Q 

(b)(6), (b)(7)(C) , | | in support of the Office of Energy Efficiency and Renewable Energy (EERE) Office of Vehicles Technologies. 

(b)(6), (b)(7)(C) Mydivisioo l I 

Allegation: The information contained herein provides evidence that the Department of Energy Inspector General’s 
Office knowingly and willfully: 

• Created summary statements or quotes from NETL officials that were not representative of fact 

• Did not provide the statements back to tire responsible NETL officials to verify that the comments were 
accurately stated 

• Ignored requests to correct (he NETL summary statements and did not identify that these quotes or summary 
statements were not concurred upon within the report as required reference (a), paragraph 4.38 

• Included summary statements or quotes from LG Chem officials and did not provide the statements back to the 
responsible LG Chem officials to verify that the comments were accurately stated and did not identify that this 
process had not occurred within the report 

• Created subjective and erroneous audit criteria that is not consistent with laws, regulations, or grant agreements 
as required within reference (b), paragraph 6.37 
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• Knowingly and intentionally included materially false and fictitious statements in the subject report 

• Knowingly and intentionally posted a report on a public site containing materially false or fictitious facts, 
inconect NETL quotes or summary comments, uncoordinated and unverified LG Chem quotes or summary 
comments, incorrect criteria for project evaluation, resulting in false statements within the Department of Energy 
via OAS-RA-13-10 (Constituting a false statement) 


Report Creates NETL Quotes or Summary Statements That Were Known to 

be False 

False NETL S ummary Statements; There we re only three (3) NETL officials interviewed by the IG office 
representatives ! l and am very aware of what the others said in response to questions from 

the IG . There were several summary statements or quotes that were attributed to NETL officials that were 
misrepresented within the IG report. These statements were never confirmed with the specific individual who 
supposedly made the statement and these statements are incorrect when used in the context set forth within the IG report. 
As a matter of fact the department provided the following comment to the draft IG report that was not mentioned within 
the final IG report: 

"The IG report references several quotes and actions by DOE, EERE, and NETL officials. The majority of 
these items are not consistent with actual occurrences. “ 

The following statements were attributed to “NETL Officials”; 

False NETL Statement #1: Report, page 3, “LG Chem Michigan officials made that decision even though 
demand for (be Chevrolet Volt averaged 1,955 vehicles per month in 2012. That volume could have readily 
been produced by using the then built-out capacity of the Michigan plant. NETL officials commented that it 
was anticipated at the time the grant was awarded that the transition ofproduction from non-U.S. sources to 
Michigan would occur; however, language requiring the shift in production had not been incorporated into 
the giant. Thus, they asserted that the Department had no leverage to require the shift in production to the 
Michigan plant. ” 

Actual: NETL officials actually said that LG Chem had a transition plan that was based upon a specific level 
of production at the facility and that the monthly demand had not reached the amount identified in the LG 
Chem plan. As well, NETL did not “assert” anylhing associated with the ability to leverage a shift in 
production to the Michigan Plant. NETL officials said that the grant terms and conditions cannot be used to 
force LG Chem Michigan Inc. to transition production of battery cells from South Korea to the Michigan 
plant. DOE does not Jiave authority to require LG Chem Michigan Inc. to produce, for the purpose of sales, 
specific products or product lines at the Michigan facility. This is a matter of law, not a matter that is an NETL 
ascertain or opinion. It is unclear why the IG would make this summary statement for NETL officials. 

False NETL Statement #2: Report, Page 14, “ Federal officials also indicated that although the final two 
assembly lines were not installed, failure to complete the planned capacity would not impact the maximum 
amount of the Department's contribution." 

Actual Occurrence: No one, to include NETL or any DOE representative ever made this statement, I can’t 
even tell where this statement could have originated from. No one at any level within the DOE would make 
this type of statement. 
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Report Creates LG Chem Statements that were NOT Reviewed by LG Chem 

Officials for Accuracy 

LG Chem Suspected Fabe Statements: There are approximately six (6) statements within reference (a) 
which were not reviewed by LG Chem for accuracy prior to publication of the IG report and the statements 
don’t align with information provided to NETL representatives as they relate to the project. Therefore, the 
statements are suspect with respect to accuracy and correctness. However, since LG Chem was never provided 
the statement for review and comment, the statements cannot be verified for truthfulness or accuracy. 

LG Chem Suspected Fabe Statement #1: Report, page 3, "LG Chem Michigan officials estimated that the 
Department's 50 percent share of the cost to complete the five production lines calledfor by the grant 
agreement would be $22 million, an amount that would significantly exceed the remaining funds available 
under the grant award.” 

Reason to Suspect the accuracy of the statement: The DOE share of the Recovery Act award is capped at 
$1S1,387.00. Therefore, LG Chem is fully aware that the DOE will not provide any further funds toward the 
award and LG Chem will be required to fully address any cost overages that may be encountered to complete 
the project. As well, all project plans and discussions with LG Chem have never indicated a request for 
additional DOE funds to complete the project. Therefore, it is unclear why LG Chem would tell the IG 
something that was never before, and has never since, been requested or mentioned to NETL or the DOE. 
However, since LG Chem was never provided the statement for review and comment, the statements cannot be 
verified for truthfulness or accuracy. 

LG Chem Susnected Fabe Statement till Report, page 3, "LG Chem Michigan officials indicated that they 
had not begun production at the facility because demandfor the Chevrolet Volt, the U.S. manufactured vehicle 
for which the plant was to produce battery cells, had not developed as anticipated." 

Reason to Suspect the accuracy of the statement: LG Chem has always indicated that the planned startup 
far the facility was based on a predetermined market demand thresholds that had not yet been reached. It is 
unclear why die IG would tell the IG something in a manner that is inconsistent with discussions and 
co mm unications that have been provided to the DOE for the last few years. The IG statement seems to indicate 
that the decision was arbitrary when the LG Chem plan is actually based on an analytically derived, demand 
based, plan to initiate production at the facility. However, since LG Chem was never provided the statement 
for review and comment, the statements cannot be verified for truthfulness or accuracy. 

LG Chem Suspected Fabe Statement #3: Report, page 3, “The period of perfoitnance for the grant runs 
through May 2013. Yet, based on progress and current plans of LG Chem Michigan officials at the time ofour 
review, the expected benefits of the project are not likely to be realized within the originally anticipated 
timeframes." 

Reason to Suspect the accuracy of the statement; It is apparent that LG Chem mentioned the ongoing 
discussion associated with a request to extend the project in order to finish the remaining 2 battery assembly 
lines. It is doubtful that LG Chem would have made a statement in this context without mentioning the request 
to extend the project. However, since LG Chem was never provided the statement for review and comment, 
the sta teme nts cannot be verified for truthfulness or accuracy. 

LG Chem Suspected Fabe Statement #4: Report, page 4, “For instance, LG Chem Michigan officials told us 
that they made a decision to delay production of battery cells at the Michigan facility. LG Chem Michigan 
officials made that decision even though demand for the Chevrolet Volt averaged 1,955 vehicles per month in 
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2012. That volume could have readily been produced by using the then built-out capacity of the Michigan 

plant” 

Reason to Suspect the accuracy of the statement: LO Chem has always indicated that the planned startup 
for the facility was based on a predetermined market demand and the required level of demand had not yet 
been reached. It is unclear why the 10 would tell the IG something in a manner that is inconsistent with 
discussions and communications that have been provided to the DOG for the last few years. The IG statement 
seems to indicate that the decision was arbitrary when LG Chem plan is actually based on an analytically 
derived, demand based, plan to initiate production at the facility. However, since LG Chem was never 
provided the statement for review and comment, the statements cannot be verified for truthfulness or accuracy. 

LG Chem Suspected False Statement #5: Report, page 4, "Further, LG Chem Michigan officials told us that 
the vast majority of the increase in project costs was due to errors in estimating tabor costs. For example, LG 
. Chem Michigan failed to account for the Recovery Ad requirement to utilize Davis-Bacon Act wage rates for 
subcontractors.” 

Reason to Suspect the accuracy of the statement: LG Chem has consistently indicated that the increase in 
project cost was associated with increased labor hours to complete the construction activity (not Davis Bacon) 
and increases in the cost of manufacturing equipment. This information is supported within the latest Project 
Management Plan as well. It is odd that LG Chem would have provided infonnation to the IG that is different 
than what was provided to the DOE with respect to project cost increases. Additionally, as required by OMB, 
the the funding opportunity announcement required a certification that Dacis Bacon wages were planned 
within the project budget, and LG Chem provided that certification as part of the application submitted in 
response o the funding opportunity announcement. Therefore it is reasonable to assume that this was a 
conclusion by the IG that was not substantiated by LG Chem. However, since LG Chem was never provided 
the statement for review and comment, the statements cannot be verified for truthfulness or accuracy. 

LG Chem Suspected False Statement #6: Report, page 4, "For instance, company officials we spoke with 
conceded that they submitted all labor costs for reimbw'sement because, as they asserted, they were unfamiliar 
with the types of costs that were allowableAtnallowable.” 

Reason to Suspect the accuracy of the statement: ft appears that the IG may have asked LG Chem if they 
thought that the “Community Service” activities that they “incorrectly” invoiced for were allowable or 
unallowable. It also appears that LG Chem may have indicated that they thought that they were not certain 
(since community service activities are “allowable” under FAR part 31, Cost Principles for For-Profit 
Organizations, section 31.205-1) and indicated that they were not aware that the activities were not allowed at 
the time of the invoice submission. However, since LG Chem was never provided the statement for review 
and comment, the statements cannot be verified for truthfulness or accuracy. 

Report Creates Facts Known To Be False 

False Facts; There are some statements captured within reference (a) which are just plain false and 
misleading. 

False Fact #1; R eport, page 2, “The objective of the pivject was to design, construct, start up and test a 
production facilityfor lithium-ion polymer batteries, create more than 440jobs, and produce enough battery 
cells annually to equip 60,000 electric vehicles by the end of 2013, with assembly beginning in 2012. " 

Fake Fact Ml: Report, page 3, "Less than half ofthe expected number ofjobs had been created to support the projeef’ 
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Actual: Plain leading of the first page of the LG Chem project management plan clearly states that the planned 

jobs were to be achieved when the facility was producing at full capacity. LG Chem never had a plan for the 
facility in Michigan to be at full production in 2013 and therefore never had a plan to employ 440 people in 
2013. The statement included in the report is false and misleading. The IG representatives knew this fact 
since it was pointed out to them on several occasions while referencing the project management plan and the 
original LG Chem application for funds. The original LG Chem application and project management plan were 
provided to the IG, however were apparently not considered. 

False Fact #3; Report, Page 4, “For example, even though there were indications that the project was not 
progressing as planned early in 2012 - reflected by employee furloughs, construction delays and cost overages 
- NETL had not taken action to determine whether payments to LG Chem Michigan should be suspended until 
further review of the project. Notably, the Office of Energy Efficiency and Renewable Energy had taken action 
to suspend reimbursements for labor charges when it became aware of potential improprieties in October 
2012. “ 

False Fact #4: Report, page 13, "For example, even though there were indications that the project was not 
progressing as planned - including employee furloughs, construction delays and cost overages - NETL had not 
taken action to determine whether payments to LG Chem Michigan should have been suspended pending 
fitrther review of the project.’’ 

Actual Occurrence: NETL took action on October 23 rd , 2012 which suspended reimbursements under the 
award. The letter from the contracting officer was provided to the IG prior to sending to LG Chem. The letter 
has also been provided to the IG again on different occasions as well. 

False Fact #5: Report, page 13, “NETL did not require LG Chem Michigan to take corrective action when it 
became evident that the cost ofthe project would exceed the planned budget 

Actual Occurrence: NETL took action on October 23 rd , 2012 which suspended reimbursements under the 
award and requested a corrected budget and project management plan. The letter from the contracting officer 
was provided to the IG prior to sending to LG Chem. The letter has also been provided to the IG again on 
different occasions as well. 

False Fact #6; Report, page 13, “ While NETL completed a technical review of the budget. It did not ensure 
that LG Chem Michigan accountedfor the requirement to utilize Davis-Bacon Act wage rates for 
subcontractors’’ 

Actual Occurrence; NETL included the requirement for compliance with Davis Bacon wage determinations 
in the program solicitation for applications and requested that applications provide information which certifies 
that all laborers and mechanics on projects are paid wages at rates not less than those prevailing. This 
requirement was in alignment with OMB requirements set forth for the Recovery Act. The budget 
confirmation that Davis Bacon Wages formed a basis for the budget was provided in the budget from LG 
Chem and reviewed by NETL. The LG Chem budget submission, which included the statement validating that 
Davis Bacon rates were included within the overall budget, was never requested and was therefore never 
reviewed by the IG. It is unclear why the IG created a finding without investigative due diligence. 

Audit Criteria Was Subjectively Created and Not Aligned to Legislation 

Reference (a) indicates that the IG reviewed applicable laws and regulations, including those pertaining to the Recovery 
Act in writing the report. Reference (b), paragraph 6.37, designates that legislation that provides authority for the 
program should be used set the goals for the program or project. However, the IG deviated from audit requirements to 
subjectively establish criteria for jobs and production timelines for evaluating project progress within the reference (a) 
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report, both criteria are iiot contractual or enforceable under Recovery Act legislation or associated OMB guidance. The 

verbiage of the Recovery Act legislation follows: 

“That $2,000,000,000 shall be available for grants for the manufacturing of advanced batteries and 
components and the Secretary shall provide facility funding awards under this section to manufacturers of 
advanced battery systems and vehicle batteries that are produced in the United States, including advanced 
lithium ion batteries, hybrid electrical systems, component manufacturers, and software designers” 

This legislation does not have criteria for production timelines and job creation since both are anticipated “outcomes” of 
a successful project. However, the use of these outcomes as criteria, when the outcomes are notan enforceable 
requirement is not correct. Additionally, this approach contradicts reference (b), paragraph 6.37, “Identifying Audit 
Criteria”, which governs the process to be used when setting up audit criteria. 

It is unclear why the IG would establish criteria that are not in alignment with audit procedures and are also not 
enforceable under the laws that govern the funding appropriation. However, the report continuously identifies 
deficiencies associated with project job creation and production timelines as deficiencies with respect to project goals 
and objectives. This seems to be a method to create the illusion of deficiencies and sensationalism for the public. 

Summary 

The information provided in this correspondence provides evidence that reference (a) contains facts known to 
be materially false or fictitious by the IG. This constitutes misconduct that was supported and facilitated by 
responsible IG personnel during report drafting, review, finalization, and posting. The report contains 
misleading summary comments and statements that were designed to embellish the overall role of the IG in the 
investigation while also misleading the public as to facts obtained by the IG and conclusions that are drawn 
based on these facts. 

Specifically, the report identifies summary quotes of NETL Officials as well as LG Client Officials that were based on 
the investigator's hand written notes crafted to reflect the supposed substance of the exchange. Therefore, the IG report 
becomes the sole arbiter of what was, and was not, said. It also sets the circumstance or sense of the conversation with 
no chance for rebuttal by the person or persons interviewed. The action by the IG resulted in a manipulation of truth 
which has now been widely published and viewed by the public. 

I am recommending a full investigation of every false or unsubstantiated statement contained in the report 
along with the reason/rationale provided by the IG for including each. I would recommend a full investigation 
as to why the IG Report author and the entire IG report review chain made an active choice to forgo truth and 
fact in order to publish a report containing false statements. I would recommend all in the review chain, to 
include Mr. Friedman, are held accountable for these actions as they are an arbitrary abuse of power, position, 
and authority that should not be overlooked or tolerated. 


Distribution; 

Senator Joe Manchin, U.S. Senator for West Virginia, http://manchin seimte.gov/contact formefm 
Senator Debbie Stabenow, U.S. Senator for Michigan, http://www.stabenow.senate.gov/?p= ! contact 
Office of Inspector General Hotline, ighotline@ha.doe.gov 


(b)(6), (b)(7)(C) ■ 
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(b)(6), (b)(7)(C) 


(b)(6), (b)(7)(C) 


(b)(6), (b)(7)(C) 


U.S. Department of Energy 
National Energy Technology Laboratory 
3610 Collins Ferry Road 
P.O. Box 880 


Morgantown, WV 26507-0880 
(304) 

fax 

Enetl.doe.oov 













Enclosure 2 



U.S. Department of Energy 
Office of Inspector General 
Office of Audits and Inspections 


Special Report 



The Department of Energy's 
Management of the Award of a $150 
Million Recovery Act Grant to LG 
Chem Michigan Inc. 



OAS-RA-13-10 


February 2013 



Department of Energy 

Washington, DC 20585 

February 8,2013 



MEMORANDUM FOR THE UNDER SECRETARY OF ENERGY 



FROM: Gregory H, Friedman 

Inspector General 

SUBJECT: INFORMATION : Special Report on'The Department of Energy's 

Management of the Award of a $150 Million Recovery Act Grant to 
LG Chem Michigan Inc." 


BACKGROUND 


The Department of Energy's Vehicle Technologies Program was established to develop and 
deploy efficient and environmentally friendly highway transportation technologies to reduce the 
Nation's dependence on foreign oil and provide greater energy security. The Vehicle 
Technologies Program received $2,4 billion under the American Recovery and Reinvestment Act 
of 2009 for these purposes. The program is managed by the Office of Energy Efficiency and 
Renewable Energy and is being implemented and monitored primarily by the Department's 
National Energy Technology Laboratory (NETL). 

In February 2010, LG Chem Michigan Inc. (LG Chem Michigan), formerly Compact Power Inc., 
was awarded more than $150 million in Recovery Act funding to help constmct a $304 million 
battery cell manufacturing plant in Holland, Michigan. As part of this process, LG Chem 
Michigan was also eligible to receive more than $175 million in tax relief from the State and 
local governments through 2025. The objective of the project was to design, construct, start up 
and test a production facility for lithium-ion polymer batteries, create more than 440 jobs, and 
produce enough battery cells annually to equip 60,000 electric vehicles by the end of 2013, with 
assembly beginning in 2012, 

On October 24, 2012, the Office of Inspector General received a complaint that LG Chem 
Michigan misused Recovery Act funds. Hie complainant asserted that employees at the 
Michigan facility had little work to do and were spending time volunteering at local non-profit 
organizations, playing games and watching movies at the expense of the Federal government and 
taxpayers. In a separate action, the Department's Chief of Staff and its General Counsel brought 
similar concerns to our attention. We initiated this review to examine the allegations and to 
evaluate the Department's management of the Recovery Act grant awarded to LG Chem 
Michigan. 

RESULTS OF REVIEW 


We confirmed the allegations. We found that work performed under the grant to LG Chem 
Michigan had not been managed effectively. Based on progress to date and despite the 
expenditures of $142 million in Recovery Act funds, LG Chem Michigan had not yet achieved 
the objectives outlined in its Department-approved project plan. 
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The allegation that the Department reimbursed LG Chem Michigan for labor costs that did not 
support the goals and objectives of the grant was substantiated. Our review revealed that LG 
Chem Michigan inappropriately claimed and was reimbursed for labor charges incurred by a 
variety of supervisory and staff employees for activities that did not benefit the project. Through 
interviews with LG Chem Michigan management and other staff, we confirmed that employees 
spent time volunteering at local non-profit organizations, playing games and watching movies 
during regular working hours. As such, we determined that the Department reimbursed the 
company for questionable labor costs incurred in the third quarter of 2012. We were unable to 
calculate the exact loss to the Government because LG Chem Michigan did not track labor 
activities in detail. However, based on LG Chem Michigan employee revelations regarding 
work habits, we believe it is likely that the total amount of charges that included at least some 
non-productive work exceeded $1.6 million, about $842,000 of which was reimbursed by the 
Department in accordance with its cost-sharing arrangement for the project. The projected 
overpayment by the Department assumes that LG Chem Michigan complied with the terms of its 
grant to share costs on an equal basis, an aspect that we did not confirm. 

We found that the overall goals related to production of battery cells and the projected number of 
jobs created had yet to be met. In particular: 

* Even though the facility had produced a large number of test cells, the plant had yet to 
manufacture battery cells that could be used in electric vehicles sold to the public. 

* Only about 60 percent of the production capacity set forth in the grant agreement was 
constructed even though nearly $142 of $ 151 million (94 percent) of the Department's 
share of project funds had been spent. LG Chem Michigan officials estimated that the 
Department's 50 percent share of the cost to complete the five production lines called for 
by the grant agreement would be $22 million, an amount that would significantly exceed 
the remaining funds available under the grant award. These same officials noted, 
however, that they had no plans to complete the remaining lines unless demand improved 
dramatically. We found that LG Chem Michigan had significantly underestimated labor 
costs and that this was a primary cause of its inability to complete planned construction. 

* Project documentation prepared to support the grant award indicated that production of 
battery cells would transition from LG Chem's South Korean facility to the Michigan 
plant beginning in 2012, assuming that demand grew as expected. LG Chem Michigan 
officials indicated that they had not begun production at the facility because demand for 
the Chevrolet Volt, the U,S. manufactured vehicle for which the plant was to produce 
battery cells, had not developed as anticipated. 

* Less than half of the expected number of jobs had been created to support the project, 

The period of performance for the grant runs through May 2013. Yet, based on progress 
and current plans of LG Chem Michigan officials at the time of our review, the expected 
benefits of the project are not likely to be realized within the originally anticipated 
timeframes. 
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The problems we identified occurred, in large part, due to grant monitoring issues with LG Chem 
Michigan and the Department. Notably, LG Chem Michigan did not fully realize the grant's 
target goals, and the Department did not always take sufficient action to ensure adequate 
oversight of project progress and, in turn, protect the taxpayers $142 million investment in the 
project. For instance, LG Chem Michigan officials told us that they made a decision to delay 
production of battery cells at the Michigan facility. LG Chem Michigan officials made that 
decision even though demand for the Chevrolet Volt averaged 1,955 vehicles per month in 2012. 
That volume could have readily been produced by using the then built-out capacity of the 
Michigan plant. NETL officials commented that it was anticipated at the time the grant was 
awarded that the transition of production from non-U.S. sources to Michigan would occur; 
however, language requiring the shift in production had not been incorporated into the grant. 
Thus, they asserted that the Department had no leverage to require the shift in production to the 
Michigan plant. Yet, until the shift in production takes place or some alternative use for the 
plant is developed, U.S. taxpayers will receive little direct benefit from a plant for which they 
provided up to half of the funding. 

Further, LG Chem Michigan officials told us that the vast majority of the increase in project 
costs was due to errors in estimating labor costs. For example, LG Chem Michigan failed to 
account for the Recovery Act requirement to utilize Davis-Bacon Act wage rates for 
subcontractors. We found this lapse hard to understand given the emphasis placed on strict 
compliance with Davis Bacon as one of the Recovery Act's basic principles, a fact that was well 
known to industry and to responsible Department officials. 

In addition, LG Chem Michigan management had not adequately implemented the terms and 
conditions of the grant agreement as related to unallowable costs. For instance, company 
officials we spoke with conceded that they submitted all labor costs for reimbursement because, 
as they asserted, they were unfamiliar with the types of costs that were allowable/unallowable. 
We found, however, that grant documentation and related Federal regulations clearly established 
what types of costs were permissible. 

We also noted a lack of effective monitoring of grant activities by NETL related to project 
progress and labor reimbursements. For example, even though there were indications that the 
project was not progressing as planned early in 2012 - reflected by employee furloughs, 
construction delays and cost overages - NETL had not taken action to determine whether 
payments to LG Chem Michigan should be suspended until further review of the project. 

Notably, the Office of Energy Efficiency and Renewable Energy had taken action to suspend 
reimbursements for labor charges when it became aware of potential improprieties in October 
2012. In preliminary comments on our report, officials also stated that documentation received 
from LG Chem Michigan did not indicate that the project would not ultimately meet its goals and 
objectives. In addition, we determined that the Federal project monitoring process had not 
identified the questionable labor activities highlighted in our report. 

Production and Transition Issues 


LG Chem Michigan officials told us that they were faced with difficult decisions regarding the 
workforce at the Michigan facility. Plant managers noted that they wanted to do their best to 
maintain the workforce in hopes that production would start soon. They also indicated that they 
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resorted to furloughs and permitted employees to engage in non-productive activities to help 
ensure that their investment in training the employees was not lost. In addition, LG Chem 
Michigan officials indicated that their range of options was limited, claiming that shifting 
production to the Michigan plant at this point would actually result in financial losses on battery 
cells produced in the U.S. 

We acknowledge that company officials were faced with difficult choices, with lack of demand 
for the product being at the core of LG Chem Michigan’s problem. Yet, the basic question for 
Federal grant administrators, in our opinion, was whether grant funding should have continued or 
suspended once it became clear that: (i) all the promised production lines could not be 
completed within budget; and, (ii) LG Chem Michigan would continue to fill U S demand with 
battery cells made in South Korea. In light of those realities, we question whether Federal 
reimbursements for labor payments for any of the plant's employees and other project costs 
should have continued without a thorough re-evaluation of the project. At the time these facts 
became known, in our judgment, business risk for the endeavor should have shifted to LG Chem 
Michigan and should not have been borne, even in part, by the U.S. taxpayer Ironically, 
program officials told us that they were considering a request from LG Chem Michigan to extend 
the grant period until 2016. 


Impact and Path Forward 

The LG Chem Michigan grant recipient faced a number of challenges. Most notably, the 
demand for battery cells to be produced at the Michigan plant was less than anticipated, 
frustrating efforts by the Department and its Recovery Act grant recipient to promote the use of 
electric vehicles and reduce the Nation's dependence on foreign oil. To its credit, NETL had 
initiated prompt actions related to resolving issues highlighted in the complaint initially referred 
to us by the Recovery Accountability and Transparency Board, including recovering 
presumptively unallowable labor reimbursements identified in our report and requiring LG Chem 
Michigan to submit an action plan to address concerns with the progress of the project. 

While the efforts of the Department and LG Chem Michigan's immediate reaction to the 
allegations resulted in recovery of the non-productive labor charges, the results of our review 
indicated that more fundamental issues existed, limiting the possibility that the objectives of the 
project will be met Without improvements, the Department may continue to reimburse LG 
Chem Michigan for costs that do not support the intent of the grant. As such, we have made a 
series of recommendations that should assist the Department in managing its Vehicle 
Technologies Program as it relates to LG Chem Michigan and similarly situated grantees. 

MANAGEMENT REACTION 

Management concurred with the report's recommendations and indicated that it had taken and/or 
initiated corrective action to address issues identified in our report. 

In its comments on the report, officials confirmed that LG Chem Michigan had reimbursed the 
Department for the $842,000 in costs that we had found to be unreasonable and unallowable. 
However, management noted that this was only a very small percentage of the overall grant. We 
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think that this comment misses the point. First, our review of costs incurred was limited to costs 
related to unproductive labor charges by LG Chem Michigan - that is, those charges identified in 
the initial allegation relating to idle workers playing board games and watching movies at 
Government expense. Thus, we did not evaluate the reasonableness of the larger body of 
incurred costs. Second, we leave it to each reader of the report to make their own judgment as to 
the significance of a $842,000 reimbursement. Finally, the audit surfaced issues relating to the 
management of this grant which transcend the reimbursed amount in importance. 

Management's comments and our response are summarized and more fully discussed in the body 
of the report. Management’s formal comments are included in their entirety in Appendix 3. 

Attachment 

cc: Deputy Secretary 

Assistant Secretary for Energy Efficiency and Renewal Energy 
General Counsel 
Chief of Staff 
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The Department of Energy (Department) and LG Chem Michigan 
Inc. (LG Chem Michigan) had not effectively managed grant 
activities related to the Electric Drive Vehicle Battery and 
Component Manufacturing Initiative (Manufacturing Initiative). 

In particular, based on progress at the time of the report and 
despite the expenditure of $142 million in American Recovery and 
Reinvestment Act of 2009 (Recovery Act) funds, we found that 
production and job creation goals and objectives outlined in the 
Department-approved project plan are unlikely to be achieved 
within anticipated timeframes. Furthermore, LG Chem Michigan 
inappropriately claimed and was reimbursed for labor costs that 
did not support the purpose/objective of the grant, including costs 
for workers to perform volunteer activities, play games and watch 
movies during regular work hours. 

Project Goals and Objectives 

We found that the goals and objectives of the Manufacturing 
Initiative had not yet been met. The objective of the project was to 
design, construct, start up and test a production plant for lithium- 
ion batteries to support the manufacture of 60,000 electric vehicles 
by the end of 2013. Although assembly operations were to begin 
at the Michigan plant in 2012, we noted that goals related to 
production of battery cells and the number of jobs created had not 
been achieved. While the period of performance for the grant will 
continue until at least May 2013, and many variables affect 
whether goals are realized, our evaluation indicated that the 
expected benefits of the project are unlikely to be realized within 
the originally anticipated timeframes. In particular; 

• Although LG Chem Michigan had made significant 
progress related to completion of design, construction and 
testing of the plant, it had not begun production of battery 
cells for commercial use. We noted that while a large 
number of test cells had been created as of June 2012, the 
plant had yet to have the entire production process tested 
and validated and, therefore, had not generated any cells 
that could be used in electric vehicles sold to the public. 

• Grant award documentation indicated that production of 
battery cells was scheduled to transition to the Michigan 
plant from non-U.S. sources beginning in 2012, assuming 
that demand achieved expected levels. However, we found 
that this had not occurred. The project plan called for 
beginning production of battery cells in 2012, at the 
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Michigan plant, with production of all Chevrolet Volt 
battery cells occurring at the Michigan plant by the end of 
2013. IX} Chem Michigan officials commented, however, 
that while they were prepared to begin production, they had 
not begun the transition to the Michigan plant due to lower 
than expected demand for electric vehicles. 

• Production capacity set forth in the grant agreement had not 
been realized even though nearly all the Departments share 
of project funds had been spent. Specifically, the project 
plan called for 5 production lines that would each produce 
enough battery cells annually to support at least 12,000 
vehicles. However, despite spending $142 million (94 
percent) of funds available from the Department, only three 
of five production lines had been constructed. LG Chem 
Michigan officials estimated that construction of the 
additional lines, if completed, would cost about $44 
million. Under the terms of the grant, the Department's 
share would be $22 million, which would significantly 
exceed the remaining grant funds. Based on our review of 
available documentation, we determined that the vast 
majority of the increase in project costs was due to higher 
than expected labor costs. Specifically, despite budgeting 
$15 million for the installation of all equipment, LG Chem 
Michigan had spent nearly $30 million by the time of our 
review on completing only three of the five production 
lines. Furthermore, LG Chem Michigan officials indicated 
that the company had indefinitely delayed plans to 
construct the final two assembly lines. 

• Although project planning documentation estimated that 
the project would create more than 440 jobs by the end of 
2012, less than half of the expected number of jobs had 
actually been created. We found that the plant reached a 
peak of 215 jobs in early 2012, but the number of 
employees had dropped to 200 by the time of our review. 

To help compensate for the lack of production and reduce 
operating costs, plant management decided to furlough 
employees beginning in April 2012. The furloughs 
continued at the time of our review and, according to plant 
officials, had saved the company nearly $580,000 to date, a 
portion of which was realized by the Department. With no 
firm plans to begin production, it is unclear how and when 
the idle capacity will be addressed. 
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Labor Activities 


We concluded that the Department paid LG Chem Michigan for 
labor costs that did not support the goals and objectives of the 
grant. Specifically, our review of worker activities at LG Chem 
Michigan, including supervisors, operators and engineers, 
indicated that employees used regular work hours to volunteer at 
local organizations, play board, card and video games and watch 
movies. As such, we determined that the Department may have 
reimbursed the company up to about $842,000 for questionable 
labor charges for just the third quarter of 2012. In particular, we 
found: 


• 16 of 26 employees interviewed had participated in various 
volunteer activities during normal work hours in recent 
months. Based on our evaluation, we determined that the 
volunteer work began in or around August 2012, and 
continued until November 2012. This included volunteer 
work at Habitat for Humanity, animal shelters and outdoor 
nature centers, among others. While our interviews 
demonstrated that these activities had taken place, we were 
unable to quantify the number of days spent on volunteer 
work because the company did not track labor activities to 
this level of detail. Our test work indicated, however, that 
the amount of time spent volunteering ranged from one day 
for certain employees to 5 days per week for others. In 
total, the cost of labor for the third quarter was about $2.3 
million, including $1.7 million for direct labor charges and 
$670,000 in related fringe benefits. 

• 13 of 26 employees we spoke with had participated in 
various activities at work that were not appropriate for 
reimbursement by the Department, including watching 
movies and playing board, card and video games. We 
determined that these activities generally began prior to the 
volunteer work and continued until just before the time of 
our review. For instance, at least two individuals 
interviewed believed that such activities began prior to July 
2012, but did not provide any documentation to support this 
assertion. Similar to the volunteer work, we were unable to 
quantify the amount of time spent on these activities 
because the company did not track labor to this level of 
detail. 

National Energy Technology Laboratory (NETL) officials became 
aware of the questionable activities as a result of media reports and 
notified LG Chem Michigan on November I, 2012, that it would 
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not be reimbursed for its share of more than $531*000, or 
approximately $265,500 (half of $531,000), in labor costs 
occurring in the third quarter of 2012. We determined, however, 
that the amount of questionable labor costs may be much higher. 
Specifically, NETLs estimate only included costs for production 
supervisors and operators, but did not include costs of more than 
$482,000 for several other categories of employees that also 
participated in volunteer activities, game playing and movie 
watching during work hours. The estimate developed by NETL 
was based on inaccurate information provided by LG Chem 
Michigan regarding which individuals had participated in 
volunteer activities. Based on our review, we are questioning costs 
of up to about $842,000, as summarized in the following table. 


Functional Group 

Total 

Employees 

Labor 
Costs by 
Functional 
Group 

Questioned 

Labor 

Costs 1 

Construction 

5 

$49,798 

- 

Production Engineers 

20 


$283266 

Production Supervisors 

4 


$48,427* 

Production Operators 

101 

$483,037 

$483,037* 

Electrode Engineer 

5 

$55,885 

- 

Electrode Operators 

12 

$56,049 

$56,049 

Administrative Personnel 

22 

$407,514 

- 

Preventive Maintenance Technicians 

8 

$81,314 

- 

Preventive Maintenance Engineers 

3 

$47,534 


Quality Assurance Engineers 

6 

$75, m 

$75,940 

Quality Assurance Operators 

14 

$67,400 


Total Direct Labor 

200 

$1,656,164 

m 

Fringe Benefits 


$670,258 


Total Labor 


$2,326,422 

$1,684,377 


Department's Share of Cost 

50% 


Total Questioned Costs 

$842,189 


* These costs were initially questioned by NETL. The calculation of 
questioned costs assumes that LG Chem Michigan complied with the 
terms of its gram to share costs equally - an aspect that we did not 
confirm. 

The decision of the company to permit employees to perform 
questionable activities using Department funds did not support the 
goals and objectives of the grant agreement, and therefore, was a 
questionable cost, LG Chem Michigan management told us that it 
was unaware that these costs may be considered unallowable and 
would work with the Department to address the situation, We 
found, however, that grant terms and readily available Federal 
regulations on the subject clearly established the types of costs that 


E We did not question costs for certain labor categories because our sample of interviews did not identify individuals 
that participated in activities that did not support the goals and objectives of the project. 
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were appropriate. Subsequent to our review, Department officials 
provided evidence that they had fully recovered the questioned 
costs identified in our report. 

The problems we identified occurred, in part, because LG Chem 
Michigan had not effectively implemented activities that supported 
the goals and objectives of the Manufacturing Initiative. In 
addition, many of the issues identified were due to the lack of 
effective monitoring of grant activities by NETL related to project 
progress and labor reimbursements. Furthermore, the goals and 
objectives of the project were not met within the estimated 
timeframes, in part, because electric vehicle sales were lower than 
anticipated. 


Grant Activities 


Senior LG Chem Michigan officials decided to retain production 
of battery cells outside of the U.S. rather than transition operations 
to the Michigan plant because the demand for electric vehicles was 
lower than anticipated. LG Chem Michigan officials made that 
decision even though demand for the Chevrolet Volt, the U.S. 
manufactured vehicle for which the plant was to produce batteries, 
averaged 1,955 vehicles per month for 2012, That volume could 
have readily been produced by using the then built-out capacity of 
the Michigan plant. In addition, while the potential for production 
overcapacity was highlighted as a significant risk in the Project 
Management Plan when the grant was awarded, LG Chem 
Michigan's response indicated that demand for electric vehicles 
was strong enough to mitigate these concerns and that supply 
agreements with other major vendors would be obtained. At the 
time of our review, however, no other agreements had been 
established. 

LG Chem Michigan also had not appropriately implemented the 
terms and conditions of the grant as related to potentially 
unallowable labor costs. In particular, company officials we spoke 
with explained that they were unfamiliar with all of the nuances of 
the agreement because they had never received grant funds from 
the Department prior to the Recovery Act. However, we noted that 
the terms and conditions of the grant referred to Department 
Financial Assistance Regulations, 10 CFR 600, which 
demonstrated the types of activities that were permissible under the 
terms of the award. For instance. Federal regulations state that 
costs could be considered reasonable, and therefore reimbursable, 
if ordinary and necessary for the conduct of business or contract 
performance. LG Chem Michigan management also noted that it 


Details of Finding 


4 


made the decision to pay individuals to support local community 
activities rather than potentially terminating their employment due 
to a lack of production. They explained that this decision was 
made in response to the high cost to train workers and the fluidity 
in vehicle sales projections. However, we continue to question 
whether the cost for various activities should have been reimbursed 
by the Department as it did not appear reasonable to meet the 
intent of the grant. In our opinion, the cost of business decisions 
made by LG Chcm Michigan should be absorbed by the company, 
not the U.S. taxpayer. 

Monitoring and Oversight 

The issues identified were also due to a lack of effective 
monitoring of grant activities by NETL related to project progress 
and labor reimbursements. For example, even though there were 
indications that the project was not progressing as planned - 
including employee furloughs, construction delays and cost 
overages - NETL had not taken action to determine whether 
payments to LG Chem Michigan should have been suspended 
pending further review of the project. In particular, although a 
technical review of the project's budget was completed during the 
gram award process, NETL did not require LG Chem Michigan to 
lake corrective action when it became evident that the cost of the 
project would exceed the planned budget. For instance, our review 
of a site visit checklist completed by Federal officials in August 
2012, did not include any discussion related to a comparison of 
cost versus capacity. In fact, documentation we reviewed 
indicated that the project was on track to meet program milestones 
and that there were no concerns with project progress. In addition, 
LG Chem Michigan officials told us that the vast majority of the 
increase in project costs was due to errors made by the company in 
estimating labor costs. While NETL completed a technical review 
of the budget, it did not ensure that LG Chem Michigan accounted 
for the requirement to utilize Davis-Bacon Act wage rates for 
subcontractors. 

We also determined that NETL did not question LG Chem 
Michigan’s decision to delay production at the Michigan plant. 
NETL officials commented that while they were aware of the 
planned transition to the Michigan plant as part of the grant 
documentation, they stated that the Department could not interfere 
with LG Chem Michigan's business decisions and noted that this 
did not impact the need to establish the award. In preliminary 
comments on our report, officials noted that the project plan 
included language related to transitioning production to Michigan, 
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but that factor had never been incorporated in the terms of the 
grant award. Federal officials also indicated that although the final 
two assembly lines were not installed, failure to complete the 
planned capacity would not impact the maximum amount of the 
Department's contribution. Senior LG Chem Michigan officials 
commented, however, that there were no plans to install the 
additional lines in the near future due to lower than expected 
demand for electric vehicles. 

In addition, we determined that the Federal project monitoring 
process had not identified the questionable labor activities 
highlighted in our report. Although the Federal Project Manager 
visited the plant at the end of August 2012 - after many of the 
volunteer activities, games and movies had already begun - the 
issues were not identified. In light of the indications that the 
project was not progressing as planned and production had not 
begun, we believe it would have been prudent for Federal officials 
to inquire about employee activities given the large number of 
individuals employed at the plant. Had officials spoken to project 
engineers and/or operators about what they were doing during 
periods of inactivity, the questionable activities may have been 
identified. In fact, we do not believe that the monitoring process 
used by NETL would have ever identified the labor issues 
highlighted in our report. To its credit, NETL took immediate 
actions to respond to the allegations of labor improprieties, 
including suspending payments for labor, initiating cost recovery 
proceedings and directing LG Chem Michigan to develop 
corrective action plans. 


Market Factors 


NETL and LG Chem Michigan officials told us that lower than 
anticipated sales of electric vehicles also played a significant role 
in the progress of the Manufacturing Initiative. Specifically, 
although initial demand projections at the time of award were for 
60,000 vehicles per year, 2012 sales totaled only 23,461. As a 
result, LG Chem Michigan officials decided to construct only three 
of the five planned production lines for the lithium-ion polymer 
batteries used to manufacture electric vehicles. LG Chem 
Michigan officials stated that they had placed an order for 
equipment to support assembly of a fourth production line, but 
suspended the order in December 2011, due to the lack of activity 
at the plant. While we recognize that the demand for electric 
vehicles was a significant factor impacting the success of the plant, 
the issues identified in our report demonstrate that there were also 
opportunities for enhanced project management practices 
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that should have been utilized to help implement the project in an 
effective manner. 


Impact and Path 
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Lack of demand and progress problems should have, in our 
opinion, prompted Federal officials to intensify/focus their review 
efforts on determining whether funding for the plant should have 
continued or should have been suspended pending further review* 
Notably, LG Chem Michigan officials told us that they have no 
specific plans to begin production in Michigan because of low 
demand. Even though NETL officials were aware of this fact, they 
told us that they could not interfere with business decisions of the 
company. Instead, they elected to continue to fund, in essence, 
business risks that, in our opinion, should have been assumed by 
LG Chem Michigan when it became apparent the goals of the grant 
would not be achieved within the originally anticipated 
timeframes. Unless and until production begins at the Michigan 
plant, in our opinion, the U.S. taxpayer will gamer little benefit 
from its $143 million investment. 

The Department faced a number of challenges in managing the LG 
Chem Michigan grant, particularly in light of the less than 
expected demand in the target market for battery cells to be 
produced at the Michigan plant. Without improvements, however, 
the Department may continue to reimburse LG Chem Michigan for 
costs that are questionable. For instance, as a result of the issues 
noted in this report, we identified up to about $842,000 in 
questionable costs related to reimbursements for labor charges that 
did not support the intent of the grant. 

In addition, we are concerned that the goals and objectives of the 
grant may not be fully achieved due to lower than expected 
demand for electric vehicles. While the lack of electric vehicle 
demand for the project was a significant factor to the issues 
identified in our report, senior LG Chem Michigan officials 
countered that the plant remained critical to the long-term strategy 
of the company and believed that it would eventually succeed - 
whether through increased demand for vehicle batteries or 
expanding the scope of plant activities to produce other products 
such as energy storage solutions. However, until the company 
begins production at the Michigan plant or develops some 
alternative use for the plant, U.S. taxpayers will receive little direct 
benefit from a plant for which they provided at least half of the 
funding, 
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To improve management of the Manufacturing Initiative and help 
achieve the goals of the Recovery Act, we recommend that the 
Assistant Secretary for Energy Efficiency and Renewable Energy 
direct Vehicle Technologies Program officials to; 

1. Enhance grant monitoring procedures to ensure that goals 
and objectives of the Manufacturing Initiative are 
achieved in the most effective manner; 

2. Utilize the full range of remedial actions available to the 
government under the terms of the grant to hold LG 
Chem Michigan accountable for the outcome of the 
Michigan project; and, 

3. Coordinate with LG Chem Michigan officials to facilitate 
either beginning battery cell production at the Michigan 
plant or implementation of some alternative, productive 
use for the plant. 

We also recommend that the contracting officers for the Vehicle 
Technologies Program: 

4. Evaluate questioned costs identified in our report and 
recover overpayments made to LG Chem Michigan. 

Department management agreed with the report's recommendations 
and stated that it had initiated actions to address the issues 
identified. For instance, management stated that it had taken 
action to disallow project costs identified in our report* although it 
noted that the unallowable labor costs represent less than 1 percent 
of EERE's contribution to the project. Management commented 
that while it was considering a request from LG Chem Michigan to 
extend the period of performance for the grant* the extension 
would not, in and of itself, increase the project's value or the 
Department's share of the project costs. In addition* management 
stated that it is committed to effective grants management and 
strives to implement sound grants management practices. 
Management also commented that, concurrent with our review* it 
provided guidance to LG Chem Michigan to assure a clear 
understanding of the reporting requirements as the project moves 
forward. Furthermore, management stated that it was in the 
process of establishing a uniform set of terms and conditions for 
funding opportunities and awards to facilitate active project 
management. Although management concurred with the need to 
enforce the terms and conditions of the grant award, it noted that 
under the terms of the grant it could not force LG Chem Michigan 
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to transition production to the Michigan plant, Management also 
provided technical comments that are addressed in the body of the 
report, where appropriate. 

Management's comments and corrective actions are responsive to 
our recommendations. However, in response to management's 
comments on the unallowable labor costs identified in the report, we 
note that while these costs comprised less than 1 percent of HERE's 
contribution to project costs, the scope of our audit was limited and 
would not necessarily have identified all unallowable costs, because 
we did not review all project invoices. We modified 
Recommendation 3 in response to management's assertion that based 
on the terms of the grant, it could not force LG Chem Michigan to 
transition production to the Michigan plant. Management s formal 
comments are included in Appendix 3. 
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To determine whether work performed under the American 
Recovery and Reinvestment Act of 2009 (Recovery Act) grant 
awarded to LG Chem Michigan Inc. (LG Chem Michigan) was 
appropriately managed. 

The review was performed between November 2012 and February 
2013, at the National Energy Technology Laboratory in 
Morgantown, West Virginia, and the LG Chem Michigan plant in 
Holland, Michigan, 

To accomplish our objective, we: 

• Reviewed applicable laws and regulations, including 
those pertaining to the Recovery Act; 

• Interviewed Federal project officers, contract specialists 
and contracting officers regarding the grant awarded to 
LG Chem Michigan; 

• Reviewed LG Chem Michigan grant documentation 
obtained from the Department of Energy's Strategic 
Integrated Procurement Enterprise System; 

• Interviewed approximately 30 employees of LG Chem 
Michigan to obtain information related to activities 
performed at the plant* including the conduct of volunteer 
activities, game playing and video watching; 

• Performed reviews of LG Chem Michigan's project plans, 
volunteer program, raw material balances and equipment 
tracking; and, 

• Reviewed related reports issued by the Office of 
Inspector General and the U.S. Government 
Accountability Office. 

An exit conference was held with officials on February 6, 2013. 
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RELATED REPORTS 


Office of Inspector General Reports 

* Audit Report on Follow-up on the Department of Energy's Implementation of the 
Advanced Batteries and Hybrid Components Program Funded under the American 
Recovery and Reinvestment Act (OAS-RA-L-12-05. July 2012), The review identified 
opportunities for the Department of Energy (Department) to improve its administration of 
the Advanced Batteries and Hybrid Components Program, Specifically, the Department 
could better define regulations governing the retention of documentation supporting 
procurement decisions. In addition, the Department should ensure recipients adequately 
safeguard equipment purchased with Federal funds. Lastly, the Department should 
obtain and review required audit reports to ensure the sufficiency of internal controls and 
compliance with laws and regulations, 

* Audit Report on Progress in Implementing the Advanced Batteries and Hybrid 
Components Program under the American Recovery and Reinvestment Act (OAS-RA-L- 
10-04, April 2010), The audit revealed that the Department had made significant 
progress in implementing the Advanced Batteries and Hybrid Components Program. 
Specifically, the Department had issued a Funding Opportunity Announcement that 
included defined selection criteria and established a grantee selection process that 
incorporated review of all aspects of applicant proposals. In addition, the Department 
awarded funding to 20 grantees, obligating 85 percent of the available American 
Recovery and Reinvestment Act of 2009 funding for projects such as construction of 
factories that will build lithium-ion batteries for hybrid and electric vehicles and facilities 
that will produce materials and components to supply battery manufacturers. 

Furthermore, the Department had established conditions on the use of funds awarded 
until such time as grantees can demonstrate, for example, that they have completed 
environmental reviews. Finally, the Department developed a comprehensive monitoring 
program plan that, if successfully implemented, should reduce the financial, technical and 
marketing risks associated with the projects. 

Government Accountability Office Report 

* Batteries and Energy Storage Federal Initiatives Supported Simitar Technologies and 
Goals by Had Key Differences (GAO-12-842, August 2012), 
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Appendix 3 


MANAGEMENT COMMENTS 


MEMORANDUM FOR: RICKEY R. HASS 

DEPUTY INSPECTOR GENERAL FOR AUDITS AND 
INSPECTIONS 

OFFICE OP INSPECTOR GENERAL 


PROM: 


KATHLEEN BJl 

DEPUTY ASSISTANT SECRETARY FOR ENERGY EFFICIENCY 
ENERGY EFFICIENCY AND RENEWABLE ENERGY 


SUBJECT: toOfto of Iaipeotor G^ond Dnifl SpocW Report on 

"Defurtmoit of Energy'* Mvugcmcnt of the Avnrd of ■ SI50 Million 
Recovery Act And by the Department of ftwrgy to LO Cham Michigan 
Inc* 


Tift Oftia of Enmgy Efficiency and Renewable Eoergy (EERE) appreciate* the opportunity to rwpdod to 
thk Audit report 


EERFi investment wet to partially food an advanced btftay nnnafkturiag luJIity, sad {t*i limply 
unacesptabfe thM My of titou failure u»«d ft pty for otfcw wort ta the community, or An-any ortcr 
pttpoee. fmmwtila ly ipon bunfog of them alap ft ^EERfl trek iwiA action ft itoy farther 
paywuoft, aacmJ a n6nd for taxpayers an SU2JI9 to qoftttoaehlo costa, end mpert the metlft to the 
D eparfouad **bcpoctorGumaJ. In Addition*HEREJstridngaaokaofsleptft rtwtgthtn faojoGt 
mufmd in the ftdo^ teohadkg amapadadu wHhto EERfi, an ^dstod grant* management 
prtftw,rawin| duponbaroffhe YleRseeGhyeerto lft^pro}ecti,^e«itntixiiigUMm^ewof 
pi^wt hmdm A more oonptelo wmmary of thou action* u below. 

While the demand for dearie vehicles hasn't grown quite *e quickly ai expected and then win likely be 
mu more challenge* in the nod ft* yen** electric drive vehicle mfea tripled lift year od wt expected 
to contlmie growing rapkfly. BERFa hmutmetf kt this bftftry maauffcatijrfcig feeiHty - matched iftBar 
for dollar by LG Cham Michigan be. - ii helping to pvt Miriigui and the United Statu in t prime 
position to capture a rapidly growing globe! market This m part of m overall effort to make *m thel 
America’* Mr ftwaafrcUruif hue coolhww to adapt to the mo*t iimovithrc tochnotogMe, deliver the 
guoUft Birif vehicle* flat nontewn toeuingly went end to ooutinoe to grow the mmuftcflgijig 
sector to fte United Stilu. 

Whale the Department hae no toknoce for mid moved iwHtty to correct Ihli caee of faiafpRiprirte billing 
\?9 atoo critic*] that the United Statu eonttau to compete aggress tvety for the clean emijy job* and 
tadftttriu ofihe ftaan. Uttmatefy r thediDk« cornu down to whether the Unitod Statu ihou W lead 
what will become an eDonocuily valuable and growing market or whether we will give up thU industry 
betaine sales *Sft]y* grew 200 percept last year. Emugfcgtcefa»lojlei and laduatiies often ton 
struggle* evfy od, hut (he nee will be won by dftea who remain focused and aunmltted to the ood god, 
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Appendix 3 (continued) 



Tin objective of fa Ebctifc Driv* VcMcb Battery and Cnmpo&att Miwifbcturing Initiative 1 b to ooafafe 
(ho United State to hod the do v ttop«ai<MriminufkttB^rtbetta^iiid 

<frrveveUckt(BDVi> EERE h» inverted, on * ooifrtiMted bath with todwtoy, In d»«rtsbHdtoWPt of i 
domertb farttrty «t atortfc *tn eonyoote bdutry capable of mmpedni effectlvdy b thefjobd 
mwfcrt. Specifically, EERE bn provided famokJ earidmcv to fiw materiab * 4 j>Uan, materiel* 
pftNMm, ebctrfc <biv» ocxaptiBett mi rystm Dunufktam, cell flmfrc&nv^ and [nek 
■» — nbl w . Thia Inftirtbi h» wcceafaUy aoepaadaddoto&rtic batte^ prudbcticm cecity for EDVi - u 
of!hptanber30.3QI3,1faatoFiqotehadicljgrodatotal fTnn i gf e irfn riiif capacity exocoding 290,000 

LCQemMfcfaiewIoftFfnktt 

SERE h pnnodng fiimpkl antstmco to LG Cham Michigan Inc. to construct an 150,000 aqoai* loot 
muftdwii frcHfr in Mkhigtt and lo procno, naaH, and validate mamtojin^ aqdpmcoL LQ 
Ckw>MkfalpaIpp T iiffiB>HtMriT^ ovat bttf ff 151,403,330) of the tote] project i»rt ({302,790,339), end 
SERB h pruvidoB lh* nmahidrt (Si 5 1,317,000), The mtaUowabh labor coati identified in this upon 
npwaciattf lAon / jgyeotf (tp t c tf kaRy, 0.5 pmnt) qf EEKE'i eonirtbvtian to this prujrct 

Thia project wfll coabb LO Cbem to produce Utbinm*iOT Polymer battery otlb and badoiw to the 
United $M» for wfcxnctiva appItcrtScoi (me hiding hybrid electric, plug-in hybrid electric, pore electric 
vafatote ftp umj imobl p nr pote, and mflltaty hybrid vehicle*) and other *ppllcrtton%aichaiiYlatloa 
nHtfridi^port, bodfavd hniii^ powv, and unpdnfDlai moiwibki mergy. 

LO Qtm Michigan toe. hm ncceafcHy oaapbtgd tba conrtnetwi of theoetl ArtwfatoringfcHlfy 
end tee inattllrtiop of an eb cpoda En *fl gfr Lhirto | Urn, faur ttftcy rehafbretag wpnrtor be, wod three 
«n iwmnbly ftm. In addition, LO Quag MMUgao Inc, ban tmPt twbedi of tbouandi of tot odtoto 
nUdrte jriart opcrrtkm. 

Tlfc pat^ o icbedutodtti be wtnpktodon May 31, 2013; however, LG Chen Michigan Inc. has 
requited >o grtonskm to order to better align the ranamg project teak* (re|un touting about 6S of 
BERE’a ecteibutwo to tee total Reject cent) with mart* demand If EERE grate Ala oteculan, it will 
not jawide toy atefttkoal ftmrttog beyodrf tea anvuta ipadfied inlheori|jnl pul 

KfKRMt CrmfarfiMMtor--■^1 rtwiinn iiiif ITiiinMi 

The uoillowabk labor posts identified in thi» audh report no uoftccqrtibb «nd bdefermbla £EK£ wiii 
of Aim labor cc*ti- EERE ii requhisB LQ Chem Mtchlgao lK.tonpiyi]l 
>842,199, and LO Owm Mkttpn lot. fcs agteod to do w, 

POE promptly refrrred d» dbgitfam of bber hf ropriedea to Ihc OCBce ofhnpe c terO<ncr>l. la 
addltl^EBREpvtja^*»fcfr wtion: 

]. £iapubt«llieli^iBinMx; 

2. InitiBodopitfm^prooooc&Qe^ 

3. RpqidmtLO Own Mkhigaalofc to develop a oentedve ectioo plan, iwihtUng ta updated 

prejoet budget sad proj«* pbo hi order to nlidito the project aoat and acbedwlt; 

4. boMied acrutky of queiteHy probe< reports; md 

y ProvUadLGCbndMvchiiasIno. wlth»ddillaMl|UtdaoHimoofnp1laaM wilhFodnlreipaiiiig 
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fined on tafanatic a provided by LG Gum MJehig*i Enc. and the Office rffatpedwOnara^EI^ 
Iv (Mewbod dut 

• T^«orilowa^kbtf eoriikMfledlatfab aadfeiapartwiro outride tbe nape of tiiaawwd; 

• 1X3 On Mkfeigao 1 ml did do* have aprooet* io plaice to accurately fradt aod ecccuei for labor 
haw a—nriatod wMi Mri-o£aoopo aotivtta^ 

• LG Ctan Midafn be. <fid AotdbcJcae to c^Qfeoopt actiritita n my dooMBotUtiofl 
nUttod ip EERE (**. imnafc 

• EBKB wn act aiade mn, t huifb imoibn| or otfcarEviae, that it wu reimbursing LO Cbcm 
Mi±%n lac. trr ot*of-aoopa activities and 

• AfWEERfi opened ftabxpiiiy Ibe ipnlkaad hbor oo^ LX) Clnn ba &ikd to 

provide arimpiria evidence to allow fte qndfb itatifleatioc of the undkwible labor cost* 
vow inowririo labor tioriL Aa a me*, EHRE, in confutation with the ootactint office, 
made the dctaiuiaaiica to dfotDew (rad require runhnesNnt d) the attire 1142*119, *iiic4 
include* t mk of allowable aod ajuflemehk coat* 

EERB ia contattiod to elfredve pmfr m a wf e m e ut - la April SOI^BEEBbepa * oo mp tuhwhu 
iwiew of fo panto nanappiMi praoodne. (TOa mkw preArtaa&e lateral of LO Chare Uialugaa 
lofc'i qeartnwad liter oo* to tha OS* of [abettor 0<nni to October Mil.) 

• SERB ti are bn iw fr a dito great* reaaafaoiont pro lew agrinri pear apnetot Cfcg^ Advmd 
R reeoc fa Project* Appcy-Ertarg). 

• EEREeatofettobcdaatotaniftl tomnireity of preriicc”oQtopo*edtfiubieot matter aqmti in 
pwyn iri imjat ompiMiil to dtfihp nw ■tadirippaitli^pwwiaaiBd bait 
preob ci ea, wtikb wilt be applied to all BERE prop*** and project* 

• EEHE greeted a now Project Mreagemcrt Coordination Office (FMCO) to aneurt eopriraat and 
adv«pr^ampaaBtioR)HBBM , i dJ«m padbllo rf projedi FMOO iiwvkk|wltfa 
pear officer to othre Metal fmm Id dmfcp trailing oounat fix Federal project tunagerl 
aid X wdrtfatwtificMkacwJadil. 

a HERB It to the procure of comofidring mihipb IT lyttorea ia order to eetibbdi a fugle 
Efttocpriea IT aoiutioo for core hwtaare faction* petodmg gatoi fa—ifrant Udi now 
lyrtore will provide ERRE project mreagre wife ianontive took for mragmi and evaluating 
fedaifiaf tbdr tectonl propere^ bodget* tad tohcdulci, 

• EEREtotofaproca re ofaitoMfcdriisaeaUbniaricflBnMaaticondtoicnafarfa^ 
oppoctadtiet md awanb, wbfcfc will fadJtona active project mmagwncot BBKB will uw 

f inqrnrirvt agmiianti ft* mret ff lit Irfiirr prrjwft, which will allow greater areriJghi of 
prtgoct idMtfaa KERB wifl abo catabM a n oaal fofao go pflaatonaa fof »wy pnjtrt, wtioh 
will fadlUala dtc atodifkaboa qt tembriloo of anderperibioilDf pmjed^ 

• EfiRE it «treti|tbtaia| and ccntralitiD| Hb iwkw of jnfat lavotoa* 

• BEKB It locnarin|ltK«opfBB^w^roQippflti.Fadn] project maaistri will hold moedagi 

(by Iritpbcnt or weblav) at kari onot par quvar with «wy ndpint and «vtow Ibe projects 
iK^Dioat pnip«*t j***t |* ^ aad adcdula 

• BERE li inffitriuj Tt»a fnirpnarjr nf ihi iliift Fadtrtl pro jt ct ma utgert will vUtmoripri^coti 
ri knt onea per j*ar, L«»cr pr^erti wfll ba vUdact to ptitor acrodcy Fedanl project maoapn 
wiS ririt la^r pw^octB at l«at twka par ytstr, and kdepeodent flrmi may b* r a t rin ad to ooodud 
yijKfj i ni aniHtr 

Specific nyawtolG nfflirnianddiwa wptriJtJbtlft*. 
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MSQOMMENMTION # J: *Enka not wwnUcrtagprccidwv*, at appropriate ioMpatsvrathaigp^ih 
mdotyctiw Mom&tcUBlngM&tot wt odUtrarf in tht jmmJ qficttn ottMmwr/' 

MANAGKMBfTKlSPOMK: <XmcnJH.A»daMr{bad^v^BBR£h»tocrei^to*mdiv^ 
<p«rtoHy pqfaol raparts, (■midid LO Chpn Mhfafpn In* with MftdttaMl jphtau on oomptiion wttb 
Friml reputing nqtttraratfto, «d required LO Own MkUgpa Inc. to idfamJl an updated projact budget 
‘"it jTrnjtrr* iTwmigrturt phn im rtrirr hi vH'lir tfirr |rrnjrft nut and nihnrfiilii Sipuntoly, EERfi u 
dwrttop m( Mid impfatfimH ^iwiJBriDg>iifMwiiu^mcluditt^nffw prootiw ind lyitem*, to 
rtrentifaot it* grand iw^nwiit 

RECOMMENDATION§1: "Mb* timfull nom cfrttHdtoi action* oKtltAte to tht gavtnmtN mftr 
d* itrmt rf&m to haldlGCktmaeanaaiitJiwdmwteomtftfmHotltmd, UlPrtfecL 

MANAGEMENT RESPONSE' 

Ac grant nd bold LO Cbem MkUgtf lac. •ccouutahk for my ftilwte Id comply therewith* 

MECQMMEPfDATJOft *3t m MrfmAtl*nmqfAipm(iwttrtaM^iroprk*K f toauwwttolLG 
Chtm rtimr rtmkiomjratk&iom bimay c*Qt to ttm MkJdgcmpio# or J^fawNfr jww atiamattv* 
uMjbrtlmfxi&ty.’ 

MANAGEMENT RESPONSE: PARTIAL CONCUR- HERE wifl ooqtJnao to enforce the tom end 
coodSUoai of An end boM US Cbm Mkfalgm I»* attOuattbU for wy folkra to conpty 

Amvwitiu Fbr ttaagtie, HERB will enforce wopliao* wilh t&CJJL 600321, wbtofc gwene the 
dbpoeHne of pflqjcct property ml eqaipmot. EEKE'i ewwd nqwraMad me brood at On Aroariero 
Rnovwy ud lUfovronoont Act of MW, OMBt "ltftUI Impkraeidl&g OntdroQ* for the Amwm 
trirovrofcnoffl Ad of2009,** end Federal ftorocUl ■rabarareguledor*, 

Pf>fi hrratmrirt in thii htlnp mtnwfhrtitrim farility b helping to put Mkilgm tod the United States 
fee pis* portion to offeree rapidly growi^ gk>W neritet TMifepmtoftDGvenJl effort to rndte 

—** P"' A tn folwr— t»rlw>LyM «** 

deliver the pooftoe raring iffdiirire foto comnari hcroedngly wto. Our gnud li designed id ptwide 
A» capacity to MidbigiiL 

DOE dot* not kmmt that the grtM fenni for tbU grant oafl be urad to forooLG Chem MkhipliK.to 
tranritton production of bettay oelb flora Sooft Korea to thoMkhigropfant* DOE dou not have 
■athortty to dietoto too projection docbkai of LO Cbm Miohigpn which tn hm*3 «tbe mnbet 

mOWMMM TIQff * 4; 'Conduct a mrfrw qf qimtiomd cotU kkmtlfltd if ottr rtpert and ektermbu 
wMWr lAv coHr w*r* aflbwaMt atd ftmmabk.* 

BdAMAGlMENT iUSPOflSEa CONCUR. EERfi, to conjunction with the comnrtiiig officer, 
cooductod i ravtow of tbe quuilowd bbor ccab. EfiRfi ooocm witb tbo 10 fbding of uoalLowiblo oo«« 
btfaeHHH^oftLOd^nfwbiabdwEBREtevwMSM^I^ EERE, tinn^h th» ootCracUng 
officer T toot action to diwl bw Aeg ^ij i ct cottt gn Doetfibcr H 2013. BERE will a J tortfitU 
nctnmy qftiut* b*or «»tf-SERB b raqufcfeg LO Cbc« hftWgu Inc. to t&p *^ ■“* LG 

Omu bficfaiflM Inc. bag igraed to do tfr 
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IG Report No, OAS-RA-13-09 


CUSTOMER RESPONSE FORM 


The Office of Inspector General has a continuing interest in improving the usefulness of its 
products. We wish to make our reports as responsive as possible to our customers’ requirements, 
and, therefore, ask that you consider sharing your thoughts with us. On the back of this form, 
you may suggest improvements to enhance the effectiveness of future reports. Please include 
answers to the following questions if applicable to you: 


1. What additional background information about the selection, scheduling, scope, or 
procedures of the audit or inspection would have been helpful to the reader in 
understanding this report? 

2. What additional information related to findings and recommendations could have been 
included in the report to assist management in implementing corrective actions? 

3. What format, stylistic, or organizational changes might have made this report’s overall 
message more clear to the reader? 

4. What additional actions could the Office of Inspector General have taken on the issues 
discussed in this report that would have been helpful? 

5. Please include your name and telephone number so that we may contact you should 
we have any questions about your comments. 

Name _Date _ 


Telephone _ Organization_ 

When you have completed this form, you may telefax it to the Office of Inspector General at 
(202) 586-0948, or you may mail it to: 

Office of Inspector General (IG-1) 

Department of Energy 
Washington, DC 20585 

ATTN: Customer Relations 


If you wish to discuss this report or your comments with a staff member of the Office of 
Inspector General, please contact our office at (202) 253-2162. 
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The Office of Inspector General wants to make the distribution of its reports as customer friendly 
and cost effective as possible. Therefore, this report will be available electronically through the 

Internet at the following address: 

U.S. Department of Energy Office of Inspector General Home Page 
http://energy.gov/ii> 

Your comments would be appreciated and can be provided on the Customer Response Form. 
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